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LESSEE AS SPECULATIVE BUILDER

Issued July 31, 1974

Is a lessee who constructs a building on property to which he holds a thirty year lease a "consumer",
and therefore taxable as a speculative builder?

RCW 82.04.190(4) defines a "consumer" as:

Any person who is /a/ . . . lessee . . . to . . . real or personal property which is being
constructed, . . . improved, . . . or otherwise altered by a person engaged in business, . . .

RCW 82.04.050 defines "sale at retail" or "retail sale" to include:

. . . the sale of or charge made for tangible personal property consumed and/or for labor and
services rendered in respect to the following: . . . (b) the constructing, . . . of new . . .
buildings or other structures under, upon, or above real property of or for consumers, . . .

The taxpayer corporation constructed a building on property to which it held a 30-year lease.  As a
". . . lessee . . . to . . . real . . . property which [was] being constructed, . . . improved, . . . by a person
engaged in business; . . .", the taxpayer was clearly a consumer within the meaning of RCW 82.04.190(4).
Therefore, the sale of materials and charges for labor or services used by the taxpayer in constructing the
building were retail sales within the meaning of RCW 82.04.050, and were taxable as such.  In effect, the
taxpayer was taxable as a speculative builder.


